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Continvtna advances in income have featured the 
business picture in recent months. The expanding flow of 
earnings has directly affected consumer markets, in which 
new buying records were realized both for 1956 as a whole 
and in the final quarter. The period of heavy retail selling 
during the last 2 months of the year established a new peak, 
4 percent above the corresponding period of 1955. Both 
retail and wholesale prices have continued to advance, with 
the rise being more pronounced in wholesale than in retail 
markets. Thus, the volume increases in recent months have 
been less than the corresponding dollar advances. 
Employment remained high in December with changes 
conforming to the usual seasonal movements from Novem- 
ber as an increase in nonagricultural employment was more 
than offset by a substantial drop in agricultural employ- 
ment. On a seasonally adjusted basis, employment in prac- 
tically all nonagricultural industries continued quite stable 
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from November to December, with changes being confined 
within very narrow limits. 

Personal income has advanced further with the fourth 
quarter bringing a new top in disposable income as shown 
on the accompanying chart. Income is about 5% percent 
above a year ago. About 75 percent of the dollar gain in 
total income over the past year was reflected in higher wages 
and salaries. Contributing to these larger payrolls were in- 
creases in employment and pay scales. Consumer spending 
has in the aggregate kept pace with this rising flow of pur- 
chasing power 


Manufacturing trends 


The firm tone in the Nation's markets towards the end 
of 1956 was typified by conditions in manufacturing and 
retail trade. Manufacturers’ new orders in November after 
allowing for seasonal influences were up 2% percent from 
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October, and with incoming business somewhat greater than 
sales, there was a resulting further buildup in order back- 
logs. In the durable goods industries, unfilled orders at the 
end of November totaled $59 billion, nearly one-fifth above 
a year ago. The backlog was equivalent to 4 months of 
sales, up slightly from the relationship prevailing in Novem- 
ber 1955. 

Manufacturers’ sales have shown considerable strength in 
recent months. The seasonal dip common to recent October- 
November trends was less than usual this year; and after 
allowing for the seasonal sales pattern, shipments rose $% 
billion to nearly $29 billion for the month. This marked 
the second month of increasing sales after a 5-month inter- 
val of relative stability interrupted only during the July 
period of work stoppages. At the November volume, dollar 
sales were over 5 — above a year ago. 

Year-to-year sales gains have been about equally shared 
by hard goods and soft goods prodicers, although there were 
notable exceptions among some of the industry groups. 
Automobile producers stepped up the sales of new cars in 
November and December—producing about 600,000 passen- 
ger cars in December. However, production was still about 
one-sixth below a year ago. Firms in the lumber and fure 
niture industry also reported sales below a year ago. 

The value of inventories held by manufacturers has been 
rising fairly steadily over the past year, except during the 
strike-affected summer months. The seasonally adjusted 
rise in November was equal to the monthly average increase 
earlier in the year. Part of the rising book value of inven- 
tories in 1956 has been due to the higher prices at which 
needed stocks have been replaced. Some addition to 
physical stocks has been called for by output requirements, 
particularly in the primary metals, machinery, and trans- 
portation equipment industries. Over the past year the 
value of inventories on the books of manufacturers has 
risen by about 12 percent, with about one-third of this rise 
being accounted for by higher prices. 

It may be noted that manufacturers have accounted for 
the major share of inventory accumulation in 1956. Whole- 
sulers’ inventories have also moved moderately higher in 
1956, but holdings at retail stores were down fractionally 
from the start of the year level. Generally speaking at the 
current rate of sales, stocks held in production and distri- 
bution channels do not appear to be on the heavy side; 
there appears to have been no general tendency toward 
speculative accumulation, and increases have been influenced 
largely by revaluations stemming from higher replacement 
prices and by requirements to fill pipelines. 


Retail trade strong at year-end 


A sharp burst in activity in retail markets in the closing 
phases of the holiday period brought December sales to a 
rate 4 percent above December 1955. After adjusting for 
seasonal factors and trading-day differences, total retail trade 
was about equal to the record high November sales. This 
December figure brought sales for the year 1956 to $191 
billion, the highest retail sales year recorded and 3 percent 
above the previous year. With prices of goods sold in retail 
establishments averaging 1% percent higher in 1956 than in 
1955, the physical volume of goods moving in retail channels 
was also up. 

Sales of durable-goods stores were up somewhat from 
November to December while those of the non-durable-goods 
segment were virtually unchanged, on a seasonally adjusted 
basis. Sales in the automotive group advanced in the last 
2 months of the year but were medeuniy below the 1955 
corresponding period. The lumber, building material, and 
hardware stores category was the only major durable-goods 
group whose sales tended downward at the year end, on a 
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seasonally adjusted basis. This reflected, in part, the 
lessening in activity in private residential construction. 

With the exception of the general merchandise and 
apparel groups and eating and drinking places, sales of all 
the major nondurable trade groups reached new high rates 
in the last, 2 months of the year on a seasonally adjusted 
basis. At general merchandise stores, sales in the November- 
December period were 4 percent above November and 
December a year ago. Sales at eating and drinking places 
leveled off at the year end following a decline during the 
middle months of the year. 

In the remaining nondurable groups, sales of drug stores 
and gasoline service stations reached new high ground, on a 
seasonally adjusted basis, in the final 2 months of the year 
to a rate of about 8 percent above the same period in 1955. 
Food store sales were up 6 percent from the last 2 months of 
a year ago. 


Borrowing supplements income 


While an expanded flow of income has provided a firm 
basis for the high rate of spending by business and con- 
sumers, credit has been liberally used to establish the 
purchasing records set in 1956. Business loans at leading 
city banks rose sharply in December after showing somewhat 
less than the usual seasonal push in the fall months. For 
the year as a whole, these loans increased by $4.7 billion 
and at year end were over one-sixth above last December. 
The corresponding rise in 1955 was $4.3 billion. Whereas in 
1955 the increase in bank debt featured borrowing by 
finance companies to cover high consumer requirements, the 
increase this past year has been especially pronounced among 
durable-goods producers affected by the heavy investment 
demands of business. 

Consumers also added to their indebtedness in 1956 to 
make new purchases, although they did so at a substantially 
slackened pace compared with 1955. With the availability 
of new mortgage funds restricted by tight money conditions 
and housing starts off from the record 1955 volume, the net 
increase in residential mortgage debt in 1956 was running 
about one-seventh below the 1955 expansion rate. 

The rise in short- and intermediate-term consumer debt 
slackened appreciably in the spring and summer months 
mainly in response to lower auto a but in the more re- 
cent period instalment credit expansion was again stepped 
up with the seasonally adjusted increase amounting to $300 
million in November. This was about equal to the average 
monthly rise in the first part of 1956, but it was still consid- 
erably short of the net expansion in the latter part of 1955. 
While the reduced rate of increase in consumer credit in 
1956 reflected for the most part lower automobile sales, it 
would also appear that the tendency toward liberalization 
of credit terms, which was an important contributing ele- 
ment in the rapid 1955 expaffsion, was largely absent this 
past year. 

The pressure for borrowed funds to supplement current 
incomes in attaining record consumption and investment 
outlays led to progressive tightening in money and capital 
markets throughout 1956. Yields on long-term Treasury 
bonds ended the year at or close to their postwar highs, and 
about % percentage point above a year ago. Short-term 
money rates rose even more steeply over the year. 

As a result of the continuing high demand for goods and 
services and rising costs of Seadiatbien, prices have been 
moving upward. The index of wholesale prices increased, 
nearly one-half percent from November to December, despite 
some declines in several soft goods segments, notably in food 
prices. In the final month of the year, the index was up 
almost 2 percent from midyear and over 4 percent from 
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advances in all other major price categories. Currently 
the consumer price index is about 2% percent higher than 
a year ago. 


December 1955. Increases at wholesale have been gradu- 
ally reflected in consumer markets, where in November, 
seasonal reductions in food prices were offset by further 





National Income and Corporate Profits 


NATIONAL income in the third quarter of 1956, at an annual 
rate of $343% billion, was up $5 billion from the second 
quarter and $15 billion, or 4% percent, from the third quarter 
of 1955. 

The overall advance in the first 9 months of last year was 
somewhat slower than during 1955, when the rebound of 
manufacturing, transportation, and mining from their 1954 
recession lows had accompanied continued uptrends in most 
other lines. By the end of 1955, national income was well 
above the previous record high. 

The decline of automotive demand also contributed to the 
slackening in the rate of growth of income during the first 
half of 1956, and the steel strike and the sharp production 
cuts in the auto industry prior to and during the model 
changeover retarded expansion in the third quarter. Never- 
theless, the national income total showed an advance in the 
third quarter roughly comparable to that recorded for the 
second. 

It appears that rising prices have been a major factor in 
recent quarterly gains in national income. However, the 
income gain for the first three quarters of 1956 combined 
over the corresponding period a year earlier seems to have 
been due as much to real as to monetary factors. 

Most income types have participated in the advance of the 
national income total in recent quarters. Corporate profits 
constituted a major exception in the first half of last year 


Table 1.—National Income by Industrial Origin, 1953-56 


[ Billions of dollars] 
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Source: U. 8. Department of Commerce, Office of Business Economics. 


with successive quarterly declines aggregating $3 billion at 
annual rates before taxes. In the third quarter, profits as 
estimated using business methods of inventory accounting 
showed a further decline, reflecting largely the dendaneeunes 
in autos and steel mentioned above. Though the quarterly 
data available for separating the inventory-gain component 
are not sufficiently comprehensive to warrant precise con- 
clusions, the decline in profits as measured for national in- 
come purposes, exclusive of inventory gains, seems to have 
been checked after midyear. 

Data on national income for the fourth quarter are as yet 
incomplete, but it is apparent that the gains realized will 
compare favorably with the quarterly advances reported 
earlier in the year. onael income for October and 
November combined was at an average annual rate of $333 
billion as against $327 billion for the third quarter, already 
having exceeded the $4 billion rise recorded from the second 
quarter to the third. Corporate profits, which are not 
directly represented in this total, are almost certain to have 
risen well above the third-quarter levels. The recoveries in 
automobile production and in steel are among the major 
factors tending to produce an advance, but price and pro- 
duction gains Sache in the economy will probably prove 
to have made a significant contribution also. 


Industrial origins of national income 


Estimates of national income by industry of origin are not 
available on a quarterly basis. The 9-month comparisons 
in table 1 indicate the principal changes from 1955 to 1956 
in the industrial structure of income. Since the rise from 
the third to the fourth quarter of last year is believed to have 
been at least roughly comparable to that which occurred in 
late 1955, most of the relationships suggested are likely to 
emerge also from the full-year figures when these become 
available. 

Despite the somewhat smaller expansion of total national 
income last year than the year before, more than half the in- 
dustry divisions maintained or, in a few cases, bettered their 
1955 advances. These include mining, contract construc- 
tion, communications and public utilities, the finance, insur- 
ance and real estate division, and the “rest of the world” 
(which reflects mainly investment income from abroad). 

As is to be expected in a time when total economic activity 
is being maintained at a high level, the course of income in 
the various industries last year responded to a wide variety 
of factors, no one of which was of such pervasive importance 
in determining the industry pattern of expansion as the 
cyclical recovery of 1954-55 had been. However, most of 
the industries listed above have been sensitive to the con- 
tinuing high rates of new fixed investment, and in 1955 
recorded steady growth rather than a cyclical upswing from 
a previously reduced level. 
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The 1951-55 decline in income from agriculture was checked 
in the first 9 months of 1956, and the flow of national income 
originating in government continued its limited uptrend. 

The other divisions represented in table 1 showed gains of 
5-8 percent over the 1955 period. These industries— 
manufacturing, trade, transportation, and services—had been 
among the leaders in the 1954-55 upswing, and last vear fell 
somewhat short of matching their earlier gains. Since to- 
gether they account for about three-fifths of the national 
income, the slowing in their expansion was clearly reflected 
in the movement of the income total. 


Income in manufacturing 


The 1955-56 income expansion was somewhat more limited 
in manufacturing than in nonmanufacturing industry, as the 
manufacturing upswing which followed the 1953-54 recession 
tapered off last year. Complete estimates of income origi- 
nating in the individual manufacturing groups are not yet 
available. However, it appears that autos, which had led 
the upswing, experienced a substantial decline in 1956 while 
nearly all other major manufacturing groups showed further 
advances, though at generally diminished rates. 

Even though the auto industry provides only around one- 
tenth of the total income from all manufacturing, the decline 
in auto output last year, with 9-month factory sales of motor 
vehicles dropping to 5.1 million units as against 6.9 million 
in January—September 1955, was undoubtedly the chief single 
factor in slowing the expansion of the all-manufacturing total 
of income. Apart from its direct effects, the reaction in auto 
demand tended to limit last yeaf’s gains in some lines of 
metals manufacturing, in rubber, and to some extent in other 
industries. 

The third-quarter steel strike also exerted a significant 
effect on the growth of total manufacturing income, despite 
the rapid recovery following the settlement of the strike. 

Among durable-goods lines, the 9-month gains from 1955 
to 1956 were apparently sharpest in the machinery groups, 
especially machinery other than electrical, and in transpor- 
tation equipment (except autos) and furniture. Stimulated 
by the accelerated growth of demand for producers’ durable 
equipment, the machinery and transportation equipment in- 
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dustries, which had shown relatively limited advances during 
the general upswing of 1954-55, speeded up their expansion 
last year. 

Income was up in all major nondurables groups. The indi- 
cated gains were generally a little more marked in the lines 
least affected by the 1953-54 business contraction and the 
subsequent rebound, and were sharpest in paper, printing 
food, and petroleum. 

Most of the slackening in nondurables income expansion, 
apart from that traceable to the indirect effects of lower 
automotive demand, apparently centered in the chemicals 
group. This industry as a whole showed a much smaller 
relative advance than it had recorded from 1954 to 1955, as 
production gains slowed in industrial chemicals and in paints. 


National income by type 


Most major types of income continued their uptrend in the 
third quarter at about the same pace as during the first half 
of last year, with quarterly gains of 1 to 3 percent. 

The rise in total wages and salaries was somewhat smaller 
than that recorded for the second quarter, the slower growth 
reflecting chiefly the impact of the steel tieup in July. 
Data for October and November indicate that the fourth 
quarter advance in payrolls is likely to be the largest of the 
year. 

Net income of farm proprietors showed some increase in 
the third quarter, and, with soil bank payments reaching a 
substantial total, is expected to rise further in the fourth. 

Comparisons between the first three quarters of 1956 and 
the same period of 1955 show gains for the various types of 
income ranging up to around 10 percent. The largest 
relative advances last year were in net interest, compensation 
of employees, and net income of nonfarm business and 
professional proprietors. Expansion in these types' of 
income was at about the same rates as recorded for 1954-55. 
Farm proprietors’ net income in the first 9 months of 1956 
was little changed from the same period of 1955, in contrast 
to the declines of other recent years. Net rental income of 
persons is estimated to have been down fractionally from 
1955, with maintenance, interest, and other costs rising. 

The industry pattern of the 1955-56 change in employee 


Table 2.—National Income by Type, 1953-56 


[Billions of dollars] 
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1. Includes noncorporate inventory valuation adjustment. 


Source: U. 8. Department of Commerce, Office of Business Economics. 
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compensation was broadly similar to that in total national 
income. Payrolls for the January-September period were 
up 8-\0 percent in construction, mining, finance, and the 
communications and public utilities division, and also in 
transportation. Smaller but significant gains were recorded 
in trade, services, and manufacturing. 


Table 3.—Corporate Profits Before Tax, by Major Industries 


[Billions of dollars, unadjusted for seasonal variation] 
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1954 1955 
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| 1953 | 
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Source: U. S. Department of Commerce, Office of Business Economics. 

Payroll gains reflected both an increase in total man-hours 
worked and a rise in average hourly earnings. The latter 
factor was the more important of the two last year, and its 
relative contribution increased from quarter to quarter. 
This pattern was in contrast to that of the 1954-55 upswing, 
when the rise in man-hours is estimated to have accounted 
for the greater share of the increase in total payrolls. 


Corporate profits 


The relatively unfavorable experience of corporate profits 
in January-September 1956 was only partly due to the 
reaction in auto demand and to the steel strike, which had 
greater percentage effects on profits than on other types of 
income. As noted above, there seems to have been a tend- 
ency for costs to increase faster than sales in a substantial 
number of other lines. Data so far available do not establish 
the relative importance of this tendency in the 1955-56 
experience, but suggest that the recent narrowing of margins 
may be viewed against the background of a longer-term 
downdrift of the profits fraction which is apparent in the 
record for most recent years. (See January 1956 Survey.) 

Corporate profits exclusive of invéntory gains are estimated 
at roundly $40 billion in the third quarter, an annual rate 
substantially unchanged from the second quarter, after two 
successive quarterly declines. » 

For the first 9 monthsof last year, profits adjusted for inven- 
tory revaluation were approximately equal to those recorded 
in the same period of 1955, which in turn were up about one- 
fourth from the recession lows of 1954. The 1955-56 leveling 
off, despite the increase in production and sales, indicated by 
the 9-month figures seems likely to appear also in the full-year 
data when these become available. 

Profits before taxes measured inclusive of inventory gains 
were at an annual rate of $41 billion in the third quarter, as 
compared to $43 billion in the second. During the first half, 
such profits had declined about in proportion to earnings as 
measured for national income purposes, though at a higher 
level since inventory gains had amounted to around $3 
billion at annual rates. The third quarter reduction in before- 
.tax book profits accompanied a drop of similiar magnitude 
in inventory gains. This drop was associated with a slacken- 
ing during the summer months in the uptrend in the overall 
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price of inventory goods, as declines occurred in certain 
components—particularly farm and food products and non- 
ferrous metals—which are relatively important in inventories. 

Profits after taxes, paralleling the movement in before-tax 
profits, were off $1 billion in the third quarter to a seasonally 
adjusted annual rate of $20% billion. This figure compares 
with a high of $23 billion recorded for the final quarter of 
1955. 

The decline in after-tax profits following the end of 1955 
was not reflected in the flow of consumer purchasing power 
during the first three quarters of last year, dividend pay- 
ments having expanded consistently during this period. Re- 
tained earnings were well below 1955 levels, their decline con- 
tributing to some tightness in the capital markets. 


Industry pattern of profits 


Like national income originating, before-tax profits for the 
first 9 months of 1956 were up from the same period of 1955 
in a majority of the industry divisions. The industrial pat- 
tern of expansion was broadly similar to that for total income, 
but involved a more widespread slowing of the pace of 
expansion set in 1954-55. (See table 3.) 

Profits changes in the individual industry groups reflected 
the influence of a wide variety of factors. Expansion in min- 
ing profits seems to have been associated primarily with the 
higher level of production and prices established by the end of 
1955 in the nonferrous metals groups; some downward reac- 
tion in net income was noted in the course of the year. The 
limited rise noted above in total income from transportation 
was largely in the form of employee earnings; profits showed 
little change on a 9-month basis. Communications and 
public utility profits,°in contrast, continued to expand, 
though at a somewhat slower rate than in 1954-55. In the 
“all other” category shown in table 3, the finance and rest-of- 
the-world divisions maintained or bettered their previous up- 
trends, while profits in trade seem to have leveled off last 


year. 


Nine Months’ Profits in Manufacturin 
& 


Total profits before taxes in manufacturing for the first 9 
months of 1956 were substantially unchanged from the same 
period a year earlier. Underlying this stability was a pro- 
nounced contraction in the auto group, offset by gains, show- 
ing no generally pervasive pattern, in most other major lines. 

Marked advances in profits occurred in a mixed group of 
durable- and non-durable-goods industries. Among the dura- 
bles the sharpest gains were in nonelectrical machinery— 
reflecting the higher demand for producers’ durable equip- 
ment—and in furniture. Substantial gains over the January— 
September 1955 period were recorded also for major non- 
durable staples, including textiles, apparel, and food, as well 
as for printing and petroleum refining. 

Most of these lines matched or exceeded their 1954-55 
rates of expansion. Textiles and furniture, however, fell 
short of repeating their 1955 percentage gains. This was 
true also of most of the other manufacturing industries which 
had led the previous upswing, including not only autos but 
also primary and fabricated metals, rubber, chemicals, lum- 
ber, and the stone, clay and glass group. In most of these 
industries, last year’s check to profits expansion reflected a 
slower growth or a weakening in demand relative to costs. 
In particular, a very large part of the overall slowdown in 
growth of manufacturing profits last year seems to have been 
associated directly or indirectly with the softening in auto- 
motive demand. Less markedly adverse effects on profits 
accompanied the easing or slower growth of demand in certain 
other market areas such as those dependent on new dwelling 
unit starts and on consumer purchases of durables other 


than autos. 
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THIS article contains the highlights of a special study conducted by the Office of Business Economics 
to obtain data showing the economic significance of the operations of United States direct investments 
in Latin America more fully than the data on capital flows and income collected for many years in 
connection with the balance of payments of the United States. 
survey will be made available in a separate publication. 

The Office of Business Economics acknowledges the cooperation of the many companies which 
undertook the very considerable special effort required to assemble the detailed information on which 


Final and complete results of this 








\\, ITH the unprecedented expansion of United States busi- 
ness investments abroad since the war there has come an 
increasing need to extend our knowledge of their impact on 
the economies of foreign countries, and to obtain data which 
go beyond the familiar estimates of net capital flows, book 
values and earnings. This article is the first attempt to 
present such an analysis, and represents theyresults of a 
comprehensive survey of Latin America, a major area in 
which United States investments have contributed greatly 
to economic development. 

The companies reporting in this survey account for 85 
percent of the total assets employed by all United States 
companies in Latin America. These percentages for major 
industries are given at the end of this article. On the basis 
of 1955 earnings, the group of companies covered account 
for four-fifths of total earnings of all United States companies 
in Latin America. 

The data given below sum up the reports of the compa- 
nies participating in this survey; no attempt was made to 
estimate the equivalent totals for all United States compa- 
nies operating in Latin America, although the coverage is 
sufficient to establish the major facts concerning the activi- 
ties of United States companies. In order to avoid repeti- 
tion this qualification is not cited in connection with each 
set of statistics, but it should be kept in mind by the reader. 

In all, reports are included for 300 parent companies cov- 
ering nearly 1,000 subsidiaries and branches in Latin Amer- 
ica. Of the 1,000 enterprises covered, over 150 were in 
Mexico and there were over 100 each in Argentina, Brazil, 
and Cuba. 


Summary of results 


‘Data collected in this survey give a view of the operations 
of United States companies in relation to the balance of 
payments, foreign trade, total output, incomes, employment, 
government revenues, and capital investment of the coun- 
tries of Latin America. The following section summarizes 
the principal results. 

A major finding of this survey is that United States com- 
panies produced nearly $5 billion of goods and services in 
Latin America in 1955 and contributed substantially to the 

NOTE.—MR. PIZER AND MR. CUTLER ARE MEMBERS OF THE BALANCE 
OF PAYMENTS DIVISION, OFFICE OF BUSINESS ECONOMICS, MAJOR 


CONTRIBUTIONS TO THE REPORT WERE ALSO MADE BY ZALIE V. WAR- 
NER AND JULIUS N. FRIEDLIN OF THAT DIVISION, 


net product of the area. 5 oor by the companies accounted 
for 30 percent of all Latin American exports and about one- 
third of Latin American exports to the United States. The 
net direct foreign exchange return to Latin America from 
the operations of these companies was $1 billion. In adii- 
tion, manufactures produced locally by the companies are 
already important supplements to imports, and petroleum 
and other products are being made available for use in the 
growing, economies of the countries in the area. Imports 
into Latin America by the companies accounted for about 
10 percent of total Latin American imports, including a sig- 
nificant part of the capital equipment imported. — 

The reports indicate that United States companies gener- 
ated a considerable portion of total incomes in Latin America. 
Payments to employees were nearly $1 billion in 1955, and 
the companies directly employed some 600,000 persons. 
Governments in Latin America received from the companies 
over $1 billion in income and other taxes, accounting for a 
sizable portion of all government revenues in these countries. 
Expenditures for materials and investment in various coun- 
tries were also important factors in the economic activity 
of the area. 

New data developed in this survey show that total capital 
investment in Latin America by the reporting companies 
was about $600 million in 1955, including over $400 million 
for. plant and equipment expenditures. This is twice as 
great as the increase in the book value of the investments, 
and indicates that United States companies are participating 
on a large scale in the establishment of additional productive 
facilities in the area. 

This report deals only with the direct activities of the 
United States companies reporting, and therefore does not 
reflect the full extent to which the companies affect economic 
activity in Latin America through secondary and less direct 
effects of these primary activities. Since this report is sta- 
tistical, it also does not cover such factors as contributions 
to health, education, and other social services, or to the 
important technical and managerial innovations which are 
introduced wherever the companies operate. 


Growth of investments 


To put the present status of United States direct invest- 
ments in Latin America into historic perspective, their growth 
over the years will be reviewed briefly. Latin America has 
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been a chief focus for United States direct investments abroad 
since early in this century. The first investments were an 
extension of the trading interests of United States exporters 
and importers, and the rich natural resources of Latin Amer- 
ica also soon attracted large amounts of capital. Invest- 
ments in natural resource development were especially stim- 
ulated by the demands of the First World War. 

By 1919, as shown in table 1, United States direct invest- 
ments in Latin America had a book value of $2 billion, about 
half of the total of United States direct investments abroad 
at that time. In the 1920’s, when United States private 
investments abroad were in an expansionary phase, direct 
investments in Latin America increased by $1.5 billion, with 
much of the expansion coming late in the period as public 
utility investments became prominent. In the worldwide 


business decline after 1929 United States domestic and foreign 
investments fell off sharply and there was a drop in the value 
of existing assets, ind 

America. 


uding certain properties in Latin 
The needs of World War II brought a renewal of 


One of the most significant results of this survey is a com- 
prehensive measure of the output of the United States com- 
panies operating in Latin America and the effects of this 
output on the foreign trade and domestic economies of the 
area. The first chart shows the market value of the pro- 
duction of the United States companies producing commod- 
ities in Latin America. 

Production exported for dollars in 1955 by the companies, 
after eliminating estimated trade within Latin America, was 
over $2.1 billion, including sales of $1.3 billion to the United 
States and about $800 million to other countries. In 
addition, about $100 million of products were sold for foreign 
currencies. These amounts represent about 30 percent of all 
Latin American exports to other areas, and over one-third of 
the area’s sales to the United States. 

United States companies also produced goods for local 
markets with a sales value of about $2.5 billion, and the net 
inflow of new capital added about $100 million to Latin 
American resources. Thus the gross amount of goods pro- 
duced in Latin America by United States companies for 
export and home consumption, plus capital flows, was about 
$4.8 billion. 

In 1955 United States companies reporting in this survey 
remitted income and other intercompany charges totalin 
$610 million, imported $515 million of capital equipment = 
other materials from the United States, and imported about 
$150 million of materials from other countries. 

When the foreign exchange costs of $1.3 billion are sub- 
tracted from the total market value of output, plus capital 


Table 1.—Book Value of U. S. Direct Investments in the Latin 
American Republics, by Major Industries and Selected Years 


[Millions of dollars] 








| 1919 | 1920" | 1040 «| 1046 | 1950 | 1082 | 1955 


| 





AH industries, total_..................| 1,988 | 3,519 | 2,771 | 3,045 | 4,735 | 5.75 | 6, 556 
an 500 817 359 407 520 564 | 598 
Mining and smelting... 661 732 512 506 628 871 | 1,022 
Petroleum - ioiewen 326 617 572 697 | 1,408 | 1,576 | 1,779 
Manufacturing........ ase 34 231 210 399 780 | 1,166 | 1,366 
. eae 312 887 962 920 | 1,042 | 1,076 | 1,132 
TT id tdihiandonsisnawcuaudaaaiiiiel 71 119 82 72 243 344 440 
PND pctcntivcentsandeaes 4 116 74 45 116 161 219 














1. Ineludes European dependencies with a book value of $66,000,000 in 1940, and $57,000,000 
in 1929. 
Source: U. 8. Department of Commerce, Office of Business Economics. 
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investment on a substantial scale, though the total book 
value of United States direct investments in Latin America 
in 1946 had not yet reached the earlier peak. 

Since 1946, United States companies have expanded their 
facilities in Latin America at an unprecedented rate, so that 
at present their investment has a book value of over $7 
billion. Moreover, actual gross capital expenditures by the 
companies have been much greater than the net increase in 
book values shown in table 1. In the 1950-55 period, for 
instance, while the net increase in book values was $1.8 
billion, it is estimated on the basis of data developed in this 
survey that an additional amount nearly as great was spent 
to replace and modernize existing plant and equipment by 
using funds currently set aside to cover depreciation, and to 
explore and develop new resources. Capital investments by 
United States companies in Latin America were considerably 
larger in 1956 than in the previous year, covered by this 
study, and investment activity is continuing at a high rate. 


flows, the remaining amount of $3.5 billion can be taken as 
a measure of the net amount of goods made available to the 
countries of Latin America through the operations of United 
States companies in the area in 1955. To some extent, of 
course, local resources would have been utilized if the United 
States companies had not been active. However, the value 


Table 2.—Net Results from Operations of United States Companies 
in Latin America, by Industry,! 1955 


{Millions of dollars] 








} a | 
Agri- | Mining | Petro- | Mann- 





Total | culture} and | leum | factur- 
smelting } ing 
Gross product and capital flows | | 

of U. S. companies, total - hae 771 | 440 757 > 109 | 1, 464 
Exports to the United States__|1, 285 220 400 635 30 
Other exports for dollars__._.._| 819 109 209 491 9 
Exports for foreign currencies_| 105 13 47 (?) 45 
Sales in local markets_ - - _- _.|2, 475 85 108 963 | 1, 319 
Net capital flow from the 

United States_.._._____- - 87 13 —7 20 61 


Foreign exchange used, by U. S. 


companies, total________. \l, 277 90 170 682 335 


Remittances of income, fees, 











ES ae See 610 40 93 424 53 
Imports from the United States_| 515 38 76 164 237 
Imports from other countries__| 152 12 1 94 45 

Net product accruing to Latin 
Gi eadivwsnanendcucus _|3, 494 350 587 (1,427 | 1,129 











1. Excludes operations of public utilities, trade and distribution, and service enterprises. 


Norte.—The net results calgulated in this table corresponds closely to the totals given for 
local payments in table 7, for the industries shown, although the figures do not exactly co- 
incide because of statistical discrepancies and the use of local financing to pay for local ex- 
penditures in some cases. ; 

Data given cover only companies reporting in special survey. 


Source: U. 8. Department of Commerce, Office of Business Economics. 


of the services performed by public utilities and other enter- 
prises not included in these calculations, plus the indirect 
contributions to economic progress in the area resulting from 
the operations of the companies, would offset this consider- 
ation. 
















8 SURVEY OF CURRENT BUSINESS 


The immediate effects of the operations of the United 
States companies on the balance of payments of Latin 
America are indicated by the difference between exports and 
capital inflows of $2.3 billion, and costs of imports and income 
and other remittances of $1.3 billion. To this net direct 
foreign exchange return of $1 billion should be added most of 
the value of goods produced by United States companies for 
local sales. Generally, these goods are of the type that, in 
the absence of the large capital facilities and technical and 
managerial experience of these companies, would have had 
to be imported. 

The magnitude of the operations of the companies, and 
the results shown when all these factors are considered, 
demonstrates the inadequacy of analyses which ‘take into 
account only the net capital flows and income remittances 
occurring in a given year. As shown in the first chart, the 
latter are not large in amount as compared with the value 
of production generated by the important and complex 
industrial base already created by United States companies 
as part of the economy of Latin America. The continuing 
activity of these companies in producing goods and services 
for export and home consumption, and their investments 
for the development of additional productive capacity, are 
both essential aspects which must be considered in calculating 
their effects on the Latin American economy. 

Over half of the dollar exports produced by United States 
companies are accounted for by petroleum, as shown in table 
2, with smaller amounts contributed by mining and agri- 
culture. Exports of manufactures, both for dollars and other 
currencies, consist very largely of meat products and other 
foodstuffs. Sizeable nondollar exports are produced by 


mining companies, mainly in Chile, Mexico, and Peru. 
With respect to sales for dollars to countries other than 
“\ 


\ 
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the United States, nearly $200 million of petroleum sales 
are estimated to be sales to other countries in Latin America, 
leaving about $820 million of dollar sales to countries in 
Europe and elsewhere. These sales include nearly $500 
million of petroleum sales from Venezuela, about $100 
million of sales of sugar and other agricultural products, 
largely from Cuba and other countries in the Caribbean 
area, and over $200 million of sales of metals and minerals 
from Chile, Mexico, and Peru. Some of the exports may 
represent trade within Latin America which could not be 
identified as such. 

The extent of participation by United States companies 
in exports differs considerably from country to country in 
Latin America. Certain countries export one or a few major 
commodities produced largely by United States companies. 
Export sales by such companies account for over 40 percent 
of total exports for Venezuela, Chile, and Peru, and some of 
the smaller Caribbean countries. 

In the larger countries with more diversified economies, 
such as Argentina, Brazil, and Mexico, United States com- 
panies are relatively less important as exporters, but make 
their major contribution in the development of industrial 
capacity to supply growing local markets. In a number of 
countries, including Chile, Colombia, Cuba, and Venezuela, 
the production of manufactures by United States companies 
for local use is still relatively small but growing rapidly. 

As United States companies expand manufacturing facili- 
ties in Latin America, their activities add to local incomes 
and consumption, provide goods in greater variety and at 
lowered prices, and also help the growth of technical and 
managerial capacities in the area and thus promote condi- 
tions for further industrialization. United States exports of 
manufactures to Latin America (exclusive of petroleum 


The Net Gain to Latin America From Operations of 
U. S. Direct Investments* in 1955 Was $3.5 Billion 


U. S. Companies contributed to the economy of Latin America through . . . 


EXPORTS TO U §S S$} 


U. S. Companies used dollars for. . . 


INCOME AND FEES 
REMITTED §$ 6 billion 


IMPORTS FROM 
US. $5 billion 


Resulting ina... 


* includes only agriculture, mining, petroleum, and manufacturing 


U.S. Department of Commerce, Office of Business Economics 


’ 


NET CAPITAL FLOW FROM U. S. 
$.1 billion 
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products) were $2.7 billion in 1955, well above the totals for 
most earlier years.! However, in 1955 United States com- 
panies produced and sold locally about $1.3 billion of manu- 
factures in Latin America. Deducting imported manu- 
factures included in the latter figure, the total of manufac- 
tures by United States companies sold in the Latin American 
market in 1955 was nearly $4 billion. 


Table 3.—Imports by Latin American Subsidiaries and Branches 
of U. S. Companies*by Industries and Type of Import, 1955 





[Millions of dollars] 


pare Other 


equipment imports 
Total seremnicpnaes 
imports 


Industries | | 
From | From From | From 
the other e | other 
1.8. | coun- U.S. | coun- 

tries tries 





All industries listed, total ! 697 137 7 145 


Agriculture______- 50 ) 32 | 12 
Mining and smelting 77 i ) 51 | 1 
Petroleum 3 258 Dd | 6 99 | 88 
Manufacturing _-_ _- 282 1 | 220 | 44 
Public utilities : 31 (?) 6; @) 


} | 














1. Excludes imports by trade and service industries not listed. 

2. Less than $500,000 

3. Excludes $19) million of oil products imported by U.S. distributing and marketing com- 
panies in Latin America from U. 8S. companies producing petroleum in Latin America. 

NotTE Data given cover only companies reporting in special survey. 


Source: U, 8. Department of Commerce, Office of Business Economics. 


‘ 


For some countries in the area, as shown in the second 
chart, manufactures produced locally are important supple- 
ments to imports from the United States, although the 
specific goods imported or produced locally differ consider- 
ably. 

Increased manufacturing locally, however, has not and 
need not supplant exports from the United States. Instead, 
as the amount of dollars available to Latin America is main- 
tained or augmented, the countries in the area use them to 
purchase other products not economically manufactured in 
Latin America. 


Import of equipment and materials 


United States companies? in Latin America imported 
capital equipment, materials, and components totaling about 
$700 million for their own use in 1955. Imports from the 
United States were $546 million, or about 17 percent of all 
Latin American nonmilitary imports from the United States. 
Imports from other countries, possibly including a small 
amount of trade within Latin America, were about $150 
million. 

Imports of capital equipment from the United States were 
$137 million as shown in table 3, with the petroleum industry 
accounting for nearly half of the total and mining and public 
utilities for about $25 million each. Reported imports of 
capital equipment from other countries were quite small. 
On this basis, capital equipment directly imported by United 
States companies accounted for 17 percent of all Latin 
American imports of capital equipment from the United 
States. 

Other imports, after eliminating intercompany petroleum 
sales, amounted to about $550 million, of which $409 million 
was from the United States. The largest imports, over $260 
million, were by manufacturing enterprises, especially those 

1. See Survey OF CURRENT Business, December 1956, Exports and Domestic Business, 


for a discussion of United States exports to Latin America. 
2 Excludes companies engaged primarily in trade. 
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Table 4.—Sales of U. S. Companies operating in Latin America, 
by Industries and Destination, 1955 


[Millions of dollars] 











‘ Total | Local Exports; Other | Foreign 
sales sales to U.S dollar | currency 
| exports | exports 


| 


Industries 


819 | 105 


14,946 2,735 |1, 287 





Total, industries listed ! 
| | | 

Agriculture __- ener 427 | 85 | 220 , 109 | 13 

Mining and smelting _- 765'| 108 400 209 47 

Petroleum ___ - , 090 963 | 635 491 | 1 

Manufacturing... ____- 403 1,319 30 9 | 45 

Public utilities ? 261 260 2 (3) ’ 


1. Excludes sales of trade and service industries not listed 2. Total revenue for public 
utilities. 3. Less than $500,000. 


Note.—Data given cover only companies reporting in special survey. 


Source: U. S. Department of Commerce, Office of Business Economics 


in Mexico and Venezuela. Although no details were 
obtained, the imports presumably represent component 
parts and materials. Petroleum companies imported over 
$185 million of materials, and the mining and agricultural 
industries brought in $40-$50 million each. Some of these 
imports, although not classified by the companies as capital 
equipment, may have been materials required for develop- 
ment or plant expansion. 

Of total imports by the companies, by far the largest 
amount was over $170 million reported for Venezuela, with 
petroleum and manufacturing companies both importing 
large amounts. Imports were also large by United States 
companies in Mexico, Brazil, Argentina, and Cuba. Imports 
into Brazil in 1955 were held down by exchange restrictions. 

Although United States companies have a smaller direct 
share in Latin American imports than in Latin American 
exports, accounting for 10 percent and 30 percent, respec- 
tively, their indirect influence on imports is probably much 
more substantial. In addition to their continuing demand 
for capital equipment and “components of United States 
design and manufacture, they familiarize Latin Americans 
with United States production methods, practices, and 
sources of supply, and thus have a considerable indirect 
effect on the demand for United States capital equipment 
and other goods in Latin America. 


Table 5.—Sales of United States Companies’ Operations in Latin 
America, by Specified Countries and Destination, 1955 


[Millions of dollars} 


Total Local Exports Other | Foreign 
Country sales sales toU.s dollar |eurrency 
exports | exports 


Latin American Republics, total ‘4s 946 2,735 |1, 287 
; 
Argentina 542 476 23 
Brazil - 667 661 5 
Chile | 483 141 149 | 
260 210 31 
478 313 | 105 


549 376 138 
205 88 | 62 
Venezuela__ ,307 274 | 592 
Central America 221 105, 96 
Other countries. —___- 235 90 | 88 





1. Excludes sales of trade and service industries 

2. Less than $500,000 

3. Excludes $190 million of petroleum sales to other Latin American countries which are 
included in local sales by the United States companies in the countries where the petroleum 
is distributed. 

Nore.— Data given cover only companies reporting in special survey. 


Source: U. 8. Department of Commerce, Office of Business Economics 
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